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Consolidated Statistics in Brief 

For the fiscal years ended January 31,1981,1980, and 1979 


F. W. Wooiworth Co. 
1980 Annual Report 


(in millions except per share amounts) 

1980 

1979 

1978 

Sales 

$7,218 

$6,785 

$6,103 

Income of consolidated companies 




before income taxes 

144 

227 

228 

Income taxes 

43 

105 

123 

1 ncome of consolidated companies 

101 

122 

105 

Equity in net income of F W Wooiworth and Co , Limited 




Before stock relief tax benefits 

37 

30 

25 

Stock relief tax benefits 

23 

28 

_ 


60 

58 

25 

Net income 

161 

180 

130 

Capital expenditures 

232 

189 

177 

Advertising costs 

176 

168 

151 

Short-term debt 

194 

39 

4 

Long-term debt 

366 

388 

410 

Shareholders' equity 

1,407 

1,301 

1,177 

Common shares outstanding at end of year 

30 

30 

29 

Per Common Share 

Net income 




Primary 

$ 5.30 

$ 6 02 

$ 4.34 

Fully diluted 

5.12 

5 78 

4.12 

Cash dividends declared 

1.80 

1 60 

1.40 

Common shareholders' equity 

45.29 

41.96 

37.72 
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To Our Shareholders: 


Net income in 1980 of $161 million, or $5-30 per 
common share, declined from $180 million, or 
$6.02 per share, in 1979. Earnings in each of the 
years benefited from significant non-operating 
credits described in the Consolidated Statement of 
Income. Net income before such credits was $118 
million, or $3.86 per common share, in 1980 and 
$152 million, or $5-07 per share, in 1979. 

Sales of consolidated companies were $7.2 billion 
in 1980,6.4 percent above 1979 sales of $6.8 billion. 

Operating income of consolidated companies 
(income before unallocated expenses) declined 
by $46 million, or 13 percent, in 1980. Before LIFO 
charges and the effects of currency fluctuations, 
the decline was $32 million, or 8 percent. 

Income of consolidated companies before income 
taxes decreased by 37 percent to $144 million. The 
decline in income of foreign consolidated compa¬ 
nies was relatively minor and due in large measure 
to the shift from currenq’ gains in 1979 to losses 
in 1980. Domestic companies experienced a sig¬ 
nificant decline in income before taxes. U.S. 
WoolworthAVoolco operations absorbed higher 
levels of interest, personnel, occupanq costs and 
LIFO charges in a year when sales were weak and 
markdowns were much higher than normal The 
performance of Woolco stores was particularly 
disappointing. Because of its concentration in 
the depressed Upper Midwest, Richman Brothers 
recorded its poorest performance in recent years. 
Kinney Shoe experienced a decline reflecting 
lower domestic shoe consumption. 

Net income from the Company's 52.7 percent 
equity in the British subsidiary was $60 million in 
1980 compared to $58 million in 1979. Earnings in 
both years benefited from non-operating credits. 
Before such credits, our equity in net income of 
the .subsidiary was $37 million in 1980 and $30 
million in 1979. The improvement resulted from a 
shift from currenq’ translation losses in 1979 to 
gains in 1980 amounting to $13 million. High infla¬ 
tion rates and widespread unemployment in Great 
Britain were damaging to the retailing industry, 
particularly in the early months of die year. Im¬ 
provements were noticeable in the final quarter 
when our sales increased 13-7 percent and pre-tax 
income, as measured by U.S. accounting princi¬ 
ples, rose by 3.4 percent. For the full year, sales 
rose 7.1 percent to & 952 million while pre-tax 
income declined by 25 percent to A 44 million 
from the & 59 million recorded in 1979. 


Significant 1980 Programs 

The past year was one in which your Company 
and much of its competition was buffeted by a 
formidable combination of soaring inflation and 
interest rates, a depressed economy, and an un- 
enthusiastic consuming public. It was also a year 
in which we instituted a number of measures 
designed to make Woolworth a stronger company 
in 1981 and beyond. 

Licensee Takeovers 

During the year we took full control of the 
remaining 147 mens and boys' departments in U.S. 
Woolco stores operated previously by a licensee. 
Similar action was taken in 111 automotive depart¬ 
ments and in 60 shoe departments. The latter are 
now being operated by our Kinney subsidiary. 
Additional automotive and shoe department take¬ 
overs are presently underway and at the end of 
fiscal 1981, U.S. Woolco stores will no longer have 
any meaningful licensed departments. On January 
1,1981 the Company absorbed all of the personnel 
and physical assets of Apparel Buying Associates, 
an organization which had merchandised and dis¬ 
tributed all ladies' apparel in U.S. Woolco stores 
since the early 1960s. These much needed actions 
will place U S. Woolco stores on a footing equal to 
that of the competition and improve merchandis¬ 
ing flexibility and earnings potential markedly. 
These departments produce margins well above 
those of the average Woolco store. 

In addition, during 1980 negotiations were held 
for acquisition of control of the licensee-operated 
men’s and boys' wear operations in Canadian 
Woolco stores. While these negotiations are yet 
incomplete, it is expected that the acquisition of 
55 percent of those operations will take place at 
the end of the current fiscal year and that years 
subsequent to 1981 will benefit from the earnings 
of these higher-margin departments. 

Optimizing Space Utilization 

Over the past three years 43 domestic Woolco 
stores, including 25 in 1980, were reduced in size 
by a total of 1.1 million square feet of selling area. 
Much of the space is being used by more produc¬ 
tive *J. Brannam units. The balance is being sublet 
profitably. In addition, other space has been 
appropriated from Woolworth stores for more 
productive use as Kinney Family Shoe stores, Foot 
Locker stores or Susie s Casuals shops. Each of 
these moves is part of an overall program to use 
real estate and lease rights in the most effective 
manner possible. Few assets are increasing in 
value faster than those related to the rights of 
occupanq in prime locations. Our programs will 
be conducted on a continuing basis in the 1980s, a 
period during which we expect to see real estate 
values increase at unprecedented rates. 
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Noteworthy sales improvement measures were 
implemented during the year, including modifica¬ 
tion and repositioning of Woolco, Susie's Casuals 
and Richman stores through layout redesign, 
changes in merchandise mix, and customer profile 
reorientation. Development of a new Anderson- 
Little store prototype was completed and intro¬ 
duced early this year. Increased variety and depth 
of ladies’ apparel in large center-city Woolworth 
stores was tested very satisfactorily. The innovation 
will be extended to additional stores in 1981. 

The opening of 88 Foot Locker stores in 1980 rep¬ 
resents another step toward increased emphasis 
on rapid expansion of higher margin, greater sales 
per square foot specialty stores located in dense 
traffic areas. Nineteen *J. Brannam stores were 
opened during the year, following the very en¬ 
couraging performance of eight pilot stores in 1979. 
Plans for 1981 include the opening of almost as 
many Foot Locker stores as in 1980 and the addition 
of at least 10 new *J. Brannam units this Spring. 

Asset Redeployment 

We discontinued retailing operations in Spain, 
closed seven unprofitable stores and intend to 
repatriate, for use in more productive applica¬ 
tions, funds previously employed in an opera¬ 
tion which showed too little promise to justify 
continuation. 

In addition to closing 49 Woolworth, 25 Kinney 
and nine Richman stores, we discontinued opera¬ 
tions in five Woolco stores and subleased the 
space at a profit. Woolco is actively evaluating its 
competitive position in a number of markets, with 
a view toward extricating itself from those lacking 
the potential for achieving acceptable returns. 

We are in the process of investigating the feasibil¬ 
ity of selling slightly in excess of 50 percent of our 
Mexican subsidiary. This would allow us to add new 
stores which, since 1973, we have been estopped 
by law from doing in that very dynamic market. 

Finally, in 1980 we made important changes in 
management compensation programs which 
emphasize the importance of constant improve¬ 
ment in return on shareholders’ equity. 

Financial 

Common shareholders' equity rose in 1980, to 
nearly $1.4 billion, or $45.29 per share, from 
$41.96 per share in 1979. Return on beginning of 
year equity declined to 12.8 percent, the second 
highest level in a number of years, but still below 
acceptable levels. 

Long-term debt declined for the fifth consecutive 
year, and represented 18 percent of total debt and 
total shareholders’ equity in 1980, compared with 
22 percent in 1979 and 26 percent in 1978. 


Increased investments in owned property and 
inventories, together with dividend payments, ex¬ 
ceeded the total of net income, depreciation and 
other sources of cash generation in 1980. As a result, 
short-term debt rose to $194 million. At the end of 

1980 it represented 10 percent of total capitalization. 

Management Changes 

T. E. Page was elected Vice President and Control¬ 
ler, effective August 1,1980; J. E. Parker was elected 
Vice President, Liaison, effective November 1,1980; 
and A. C. Lewis was elected Vice President, Organi¬ 
zation Planning, effective January 1,1981. 

Outlook 

Economic conditions in the opening months of 

1981 have provided a continuation of the difficult 
retailing environment present during most of 1980. 
In addition, the German mark and British pound 
sterling have been persistently weak, posing an 
additional threat to earnings stated in U.S. dollars 
during the early months of this year. 

We are encouraged, however, by an apparent uni¬ 
versal determination on the part of citizens and 
governments alike to remedy runaway inflation, 
high and unpredictable money costs and stagnant 
economies, operating in tandem. While we recog¬ 
nize the substantial redirections required will be 
slow in materializing, we look forward to improv¬ 
ing trends in the latter half of 1981. It is our opin¬ 
ion that much of any domestic personal income 
tax reduction will be devoted to purchases of mer¬ 
chandise which consumers have postponed during 
die period of economic uncertainty. 

Finally, we believe that programs your Company 
has instituted in recent months have placed it in a 
better position to withstand economic adversity' 
and to capitalize on opportunities as they develop. 

Acknowledgements 
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F.W. Woolworth Co. 


Profile of the Company 



Store Record 







Retail Units 





At 



At 

Planned 



Jan. 31, 

Opened 

Closed 

Jan. 31, 

Openings 



1980 

1980 

1980 

1981 

1981 

Wooiworth stores sell general variety store 

United States, 






merchandise and apparel and generally range in size 

Puerto Rico and 






from 20,000 to 50,000 gross square feet. Merchandise 

U.S Virgin Islands 

1,371 

9 

38 

1,342 

9 

selections vary by country and by store size within any 

Canada 

196 

— 

4 

192 

2 

country. 

Germany 

202 

2 


204 

5 


Mexico 

24 



24 



Spain 

7 

- 

7 

— 

- 


Total 

1,800 

ii 

49 

1,762 

16 

WOOlCO stores are full-line discount stores which 

United States 

312 

30 

5 

337 

11 

generally range in size from 55,000 to 148,000 gross 

Canada 






square feet. Most Woolco stores include an automotive 

Stores 

105 

8 


113 

7 

center. Catalogue stores are operated by Woolworth’s 

Catalogue 

9 

6 

1 

14 

6 

Canadian subsidiary. 

Total 

426 

44 

6 

464 

24 

* J. Brannam stores, which are approximately 

25,000 gross square feet, sell brand-name clothing, 
footwear and household linens. 

United States 

8 

19 

- 

27 

20 

Shirt Closet stores which generally range from 

United States 






400 to 1,000 gross square feet specialize in imprinting 

Stores 


19 


19 

7 

designs and lettering on the casual sportswear they sell. 

Leased departments 

- 

11 

- 

11 

26 


Total 

- 

30 


30 

33 

Kinney operates family shoe stores It also operates 

United States, 






other specialty stores—misses’sportswear (Susie's 

Puerto Rico and 






Casuals), and athletic footwear (Foot Locker). Canadian 

U.S. Virgin Islands 






stores use the names Kinney, Foot Locker, Lewis, 

Kinney stores 

1,383 

123 

15 

1,491 

107 

Mankind, and Fredell, and Australian stores Williams and 

Susie’s Casuals stores 

244 

34 

3 

275 

26 

others. Stores generally range from 1,200 to 6,000 gross 

Foot Locker stores 

120 

77 

— 

197 

73 

square feet Manufacturing is done in 11 factories 

Leased departments 

Canada 

260 

94 

5 

349 

103 


Stores 

251 

51 

1 

301 

46 


Leased departments 

108 

8 

— 

116 

9 


Australia 

117 

2 

1 

118 

5 


Total 

2,483 

389 

25 

2,847 

369 

Richman sells men’s and boys’ clothing and 
furnishings (Richman stores) and family apparel 
(Anderson-Little stores). Stores generally range m size 
from 2,500 to 11,500 gross square feet. Four plants 
manufacture men’s suits and sports coats. 

United States 

298 

37 

9 

326 

24 


Consolidated Companies 







Stores 

4,647 

417 

84 

4,980 

348 


Leased departments 

368 

113 

5 

476 

138 


Total 

5,015 

530 

89 

5,456 

486 

Woolworth'Great Britain stores are 

Wooiworth 

993 

4 

3 

994 

_ 

located primarily in the United Kingdom, Republic of 

Woolco 

13 

_ 

1 

12 

— 

Ireland and the Caribbean. Catalogue stores use the 

Shoppers World 

19 

9 

— 

28 

3 

name Shoppers World. B & Q stores are “do-it-yourself" 

B&Q 

— 

39 

— 

39 

2 

home centers. Stores generally range in size from 2,000 

Other 

— 

8 

— 

8 

3 

to 55,000 gross square feet. 

Total 

1,025 

60 

4 

1,081 

8 


Grand Total 

Stores 

5,672 

477 

88 

6,061 

356 

Leased departments 

368 

113 

5 

476 

138 

Total 

6,040 

590 

93 

6,537 

494 
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Operations Review 
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F.W Woolworth Co. has for more than a century 
offered customers quality merchandise at competi¬ 
tive prices. Today, Woolworth is a multinational 
retailer distributing general merchandise through 
6,537 stores and leased departments in the United 
States and other countries. It provides millions of 
consumers with broad merchandise selections— 
through the variety stores it originated and still 
operates under the Woolworth name, its Woolco 
discount department stores, Kinney shoe and 
apparel stores, Richman Brothers clothing stores, 
the newer *]. Brannam off-price brand name 
stores, and additional operations known by other 
names. 

Since the opening of the first 5 C store, Woolworth 
has been the world’s foremost variety store 
retailer. Today, the Company ranks as the fourth 
largest general merchandise retailer in the United 
States. The Kinney Shoe Division of its Kinney 
Shoe Corporation subsidiary is the nation’s largest 
footwear retailer operating under one name. The 
Company is among the leading general merchan¬ 
dise retailers and is the largest shoe retailer in 
Canada; it is among the major general merchan¬ 
dise retailers in the Federal Republic of Germany; 
it is one of the largest general merchandise 
retailers in the United Kingdom, and it is the big¬ 
gest family shoe retailer in Australia. 

As one of the largest general merchandise retailers 
and one of the foremost specialty store retailers, 
both internationally and domestically, Woolworth 
is repositioning some of its businesses and devel¬ 
oping new operations as it looks to the future. 


Operating in each of the 50 states and in many 
Caribbean and foreign locations, Woolworth’s suc¬ 
cess is to a special degree dependent on its sen¬ 
sitivity and rapid response to consumer trends. 
Under the Company’s decentralized management, 
subsidiaries can adapt quickly to changing cus¬ 
tomer preferences. 

The corporate organization, on the other hand, 
focuses on the strategic issues that involve plan¬ 
ning, capital allocation, information systems and 
finance. The 1980 planning meeting, conducted 
under the auspices of the corporate office and 
attended by senior management from throughout 
the world, was the occasion for the revision of 
strategies for achieving sales, earnings and asset 
utilization goals in view of socioeconomic condi¬ 
tions likely to prevail over a five year period. 

It was agreed that inflation would persist over 
the planning period, interest rates would remain 
relatively high, and consumer purchasing power 
would continue to be threatened. Although these 
undesirable forecasts would require further 
changes in operating methods, there was no modi¬ 
fication of overall goals but rather continued con¬ 
centration on the improvement of market share to 
be accomplished by even closer attention to cus¬ 
tomer needs and wants. 

Among other undertakings to improve operations, 
Woolworth subsidiaries continued in 1980 to con¬ 
duct training programs for many of its 197,000 
employees worldwide. Designed according to sub¬ 
sidiaries’ particular needs, they help sales staffs 
offer better service and aid in recruiting and de¬ 
veloping management. 


Rachmcin 
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U.S. Woolworth and Woolco Division 



I960 

1979 

1978 

1977 

1976 

Sales (millions) 

$3,754 

3,540 

3,250 

3,004 

2,761 

Income before unallocated 
expenses (millions) 

$ 61 

78 

7 5 

46 

67 

WOOLWORTH* 

Sales (millions) 

$1,700 

1,645 

1.540 

1,464 

1,385 

Selling area in square feet 
(millions) 

23.2 

23 9 

24.3 

24.6 

254 

Sales per square foot 

$ 73 

69 

63 

60 

55 

WOOLCO** 

Sales (millions) 

$2,054 

1,895 

1,710 

1,540 

1,376 

Selling area in squaie feet 
(millions) 

25.9 

24.5 

23 4 

22 2 

21.0 

Sales per square foot 

S 79 

77 

73 

69 

66 


‘Includes Slurt Closet stiles and square footage 
“Includes *J. Brannam sales and square footage 


The most colorful stores 
around’ Probably, if you go 
by the rainbow of yarns in 
Woolworth s home sewing 
departments .typical of the 
varied assortments and 
popular prices offered to 
discriminating Woolworth 
and Woolco customers. 


Reflecting a high rate of inflation accompanied by 
generally poor domestic economic conditions, 

U.S. Woolworth and Woolco Division sales rose by 
a modest 6 percent in 1980 to $3.8 billion. 

Operating income (income before unallocated 
expenses) declined 22.5 percent from $78 million 
to $61 million. The decline resulted from substan¬ 
tially increased competitive pressures and rapidly 
escalating payroll and energy costs during the 
period. Sales in Woolworth stores rose by 3.4 per¬ 
cent, and sales per square foot showed an increase 
of 6.2 percent. Sales in Woolco stores increased by 
8.3 percent while sales per square foot rose by 2.5 
percent. Since 1975, the Division’s five year com¬ 
pound rate of growth has been 8.1 percent for 
sales and 2.5 percent for operating income. 


T he Division continued to press forward 
with its sales productivity' and margin 
improvement programs. 

In 1980, five Woolco stores aggregating more than 
500,000 square feet were closed and sublet at a 
profit. Another 25 Woolco units were reduced in 
size, bringing to 43 the number of such reductions 
over the past three years. As a result, more than 
1,100,000 square feet of selling space was made 
available for subletting to others with related cost 
reductions and improvements in sales per square 
foot in the 43 reduced-size stores. As the Division 
positions itself for the future, it continues to 
cluster the majority of new Woolco stores in key 
markets to concentrate its market presence more 
profitably. 



Space in certain oversized Woolworth stores has 
also been reduced: 18 of them have been made 
smaller with profitable subletting of more than 
100,000 square feet of selling space. In addition, 
Woolworth stores opened in recent years have 
been approximately 30,000 square feet in total 
space—generally smaller than many of those 
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U.S. Woolworth and Woolco Division 



Here.s what makes 
Woolworth (and Woolco) a 
fun place to shop there's no 
better place to relax between 
bargains than our 1,406 
frtendlj neighborhood 
le.staurants. No better place 
for a good, inexpensive 
meal either 


opened in the 1960s and early 1970s. And new 
merchandise layouts have increased average sales 
space per store from approximately 60 percent to 
80 percent of total space. 

In its drive to improve profit margins, the Division 
in 1980 assumed operating control in its Woolco 
stores of all remaining 147 men’s and boys’ depart¬ 
ments, 111 automotive and 60 shoe departments. 

In 1981, approximately 200 automotive depart¬ 
ments and 73 shoe departments will be absorbed, 
leaving no meaningful licensed departments in 
any Woolco store. On January 1,1981, the Division 
also acquired the organization and facilities of 
Apparel Buying Associates and consolidated all 
aspects of the merchandising of women’s and 
children’s apparel within its operations. 

As this program nears completion, the Division 
is analyzing operations based on each store as 
a totality rather than as a collection of licensed 
departments. Implementation of the study plus a 
new store layout is expected to yield more sales 
per square foot. 

Management believes that over the next decade 
wearing apparel will offer strong sales and profit 
opportunities as customers search for quality and 
value in keeping with their tighter budgets and 
changing living patterns. In response to these 
expected changes, the Division is allocating more 
space in Woolworth stores to men’s, women’s and 
children’s wear. With the buying and distribution 
capabilities that Apparel Buying Associates brought 
to the Division, higher-priced, fashion-oriented 
ladies’ and children’s wear is being successfully 
merchandised in two of the largest downtown 
Woolworth stores. Similar fashion wear will 
be introduced during 1981 in 24 additional 
Woolworth stores and in another 70 stores over 
the next three years. The Division’s more com¬ 
plete apparel lines are being emphasized through 
aggressive, highly visible merchandise presenta¬ 
tion and in-store promotions. 

As the U.S. Woolworth and Woolco Division moves 
strongly into wearing apparel, it is developing and 
putting into operation computerized systems for 
its buying programs in its men’s and boys’ division 
and for its inventory control program that includes 
buying for its four distribution centers. The sys¬ 
tems help match more closely in-store merchan¬ 
dise with fast-changing consumer demand. The 
support operations will help the Division meet 
one of the major challenges for retailers in the 
Eighties—generating greater sales per square foot 
in existing space with lower inventory investment 
per dollar of sales. 

Currently, 75 percent of the Woolworth and 
Woolco stores receive direct weekly merchandise 


shipments from the Division’s four distribution 
centers. 

Targeting the needs and changing life styles of its 
customers, the Division opened seven free¬ 
standing garden centers in the Sacramento and 
San Diego markets, and given the region's warm 
climate and outdoor mode of living, plans to open 
another six in the area in 1981, boosting the total 
to 28. 

With consumers spending more time at home 
and inflation and high-cost energy limiting discre¬ 
tionary spending, the Division looks for new 
opportunities in domestics and other items for 
home improvement. The shift in living patterns is 
also expected to spur sales of television and stereo 
equipment, electronic games and other home 
entertainment merchandise. 

Woolworth remains the largest variety' store op¬ 
erator and improved its business last year. Its 
many locations in downtown and mall areas offer 
customers the advantages of local or one-stop 
shopping. 

Larger stores in those sites and rural communities 
are in many instances offering expanded merchan¬ 
dise lines. Improved computer-assisted distribu¬ 
tion, sales forecasting and in-depth inventory help 
assure customers that sale merchandise and all of 
the most-wanted items are in stock. 

One of the Company’s newest, most innovative 
and fastest growing specialty store formats is the 
Division’s *J. Brannam stores. An acronym for Just 
Brand Names, *J. Brannam sells branded apparel, 
footwear and domestics at 20 to 60 percent below 
prices charged by department and other specialty 
stores for similar, nationally advertised items. 
Manufacturers’ overruns and some end-of-season 
goods are bought at below normal wholesale price 
and provide the customer with unbeatable value. 

As economic conditions have forced consumers to 
focus even more sharply on value, *J. Brannam has 
expanded from the eight test stores opened in late 
1979 to a total of 27 stores in six cities at the end 
of 1980. Nine stores will open in Denver and Indi¬ 
anapolis in early 1981. 

The inauguration of the *J. Brannam chain illus¬ 
trates the Company’s aggressiveness in developing 
a new business format in an area that is expected 
to be an important factor in retailing. 

Committed to offering both quality and value, the 
Division is supported in its merchandising efforts 
by Woolworth’s strong product testing program at 
its quality assurance laboratory in corporate head¬ 
quarters. Product safety and durability are among 
the qualities determined by tests that are based on 
national industry standards. 
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Kinney Shoe Corporation 



1980 

1979 

1978 

1977 

1976 

Sales (millions) 

Income before unallocated 

$1,012 

926 

808 

690 

588 

expenses (millions) 

S 91 

93 

98 

77 

60 

UNITED STATES 

Sales (millions) 

Selling area m square feet 

$ 814 

755 

672 

574 

473 

(millions) 

5.5 

48 

4.4 

4.1 

39 

Sales per square foot 

$ 148 

157 

153 

140 

121 

CANADA (in local currency) 

Sales (millions) 

Selling area in square feet 

C$194 

167 

127 

101 

93 

(thousands) 

880 

779 

713 

681 

616 

Sales per square foot 

C$220 

214 

178 

148 

151 

AUSTRALIA (in local currency) 

Sales (millions) 

Selling area in square feet 

A$ 29 

25 

22 

20 

17 

(thousands) 

165 

164 

147 

133 

129 

Sales per square foot 

A$ 176 

152 

150 

150 

132 


During 1980, Kinney Shoe Corporation sales 
increased by 9.4 percent, marking the lowest rate 
of sales growth in recent years. Sales in Canada 
and Australia were strong. Domestic sales reflected 
conditions generally prevalent in the industry 
which has been depressed by unfavorable eco¬ 
nomic conditions. Operating income (income 
before unallocated expenses) was $91 million, 
down $2 million or 1.9 percent from 1979, reflect¬ 
ing the difficult domestic sales environment and 
higher operating costs. 

In spite of the setback in income, growth of this 
subsidiary has been impressive over the last five 
years. Compound rates of growth were 15-4 per¬ 
cent for sales and 14.6 percent for operating 
income from 1975 to 1980. 


milestone in the 1980 operations of the 
jfja Kinney Shoe Corporation was Kinney’s 
passing the $1 billion sales mark. Basic 
to this achievement is Kinney’s dedication to pro¬ 
viding on a mass scale quality footwear, superior 
service and ranges of styles designed to satisfy all 
age groups from infants to senior citizens. 

The “Great American Shoe Store,” as proclaimed 
in its television promotions, Kinney has continued 
the strong expansion of its specialty store opera¬ 
tions. Its fast-growing Foot Locker chain of stores, 
which had five stores and an annual sales volume 
of $1.5 million at the end of 1975, had 226 stores 
in the U.S. and Canada at the end of 1980 and pro¬ 
duced sales of $102 million. Plans call for opening 
another 85 Foot Locker stores in 1981 with 73 in 
the U.S. Kinney’s Foot Locker operation is also 
being tested in England under license to 
Woolworth’s British subsidiary. 

What sets Foot Locker apart from its competitors 
is its heavy emphasis on complete assortments of 
sizes, brands and specialized athletic footwear plus 



America on the move, .in 
Kinnet footwear! Thousands 
of young people get going 

nationwide cross-country 
events ..and millions of 
Kinney athletic shoes are sold 


its well-informed, highly trained and motivated 
service-oriented personnel. 

The athletic footwear market is a dynamic, profit¬ 
able one with vast potential: 

• More than 300 million pairs of athletic footwear 
are sold annually in the U.S., representing 
approximately 30 percent of all footwear sold. 

• The increased leisure time and sports and phys¬ 
ical fitness orientation of American and Canadian 
men and women is spurring sales. 

Its small space requirements make Foot Locker an 
appropriate operation in hundreds of potential loca¬ 
tions, from shopping centers to downtown stores. 
And despite the chain’s rapid growth, Foot Locker 
still has only a very small share of the market. 

Kinney’s growth is most evident in the Sun Belt in 
the U.S. and, in Canada, in the booming, energy- 
rich western provinces. In Australia where devel¬ 
opment of vast mineral resources is fueling eco¬ 
nomic growth, Kinney’s Williams the Shoemen 
stores are expanding in shopping center develop¬ 
ments across the nation. 

In 1981, Kinney plans to test outlet stores featuring 
Kinney and other brand name shoes in factory 
outlet malls in Oklahoma City and Orlando. Plans 
also call for opening a free-standing outlet store in 
Freehold, New Jersey. 

For its Susie’s Casuals apparel stores, Kinney has 
redefined its customers in accordance with chang¬ 
ing demographics, moving from the 15 to 20 year 
age group to the larger 15 to 30 year group with 
concurrent remerchandising of its stores. Inven¬ 
tory controls, restructuring of district management 
and new training programs were part of the re¬ 
orientation, and initial sales results are encour¬ 
aging. In addition, electronic point of sale systems 
became fully operational in all Susie’s Casuals 
stores in April 1981. 

To strengthen the Company’s control of opera¬ 
tions, Kinney’s Stylco division, which operates shoe 
departments for discount department stores, as¬ 
sumed operation of 60 Woolco shoe departments 
in 1980 and will operate the remaining 73 leased 
departments by the end of fiscal 1981. 

Perceived by consumers as the leading retailer of 
moderately priced footwear, Kinney also is one of 
the nation’s important shoe manufacturers. It has 
10 modern plants in the U.S. plus one in Canada 
and produces many of the shoes sold in its stores. 

Important, too, in Kinney’s operations is the instal¬ 
lation of its electronic point of sale systems. The 
systems will be fully installed in its stores through¬ 
out Canada in 1981 and in the remainder of 
Kinney shoe stores and Foot Locker and Stylco 
units in 1982. 
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Richman Brothers 



1980 

1979 

1978 

1977 

1976 

Sales (millions) 

S 179 

184 

177 

157 

160 

Selling area m square feet 
(thousands) 

1,613 

1,509 

1,490 

1,421 

1,421 

Sales per square fool 

S 111 

122 

119 

110 

113 

Income (loss) before 
unallocated expenses 
(millions) 

S (5) 

4 

10 

6 

8 


The Richman Brothers Company recorded a de¬ 
cline in sales and a $5 million operating loss (loss 
before unallocated expenses) in 1980. Its poor 
performance is in part a reflection of its depen¬ 
dence on the Upper Midwest where many of its 
customers have endured economic stress. It is also 
a reflection of the vulnerability of men’s clothiers 
to general economic uncertainty and the inflation 
present in 1980 in the United States. 



I n its strategies for the Eighties, Richman 
Brothers, one of the nation’s largest chains 
of men’s apparel stores, is placing greater 
emphasis on its marketing efforts. 

During 1980, Richman Brothers accelerated its 
shift toward fashions for style-conscious men in 
the 25- to 44-year age group. Richman stores 
introduced two well-tailored, moderately priced 
lines targeted at specific customer groups: the new 
Carlo Collection with European styling is designed 
for the fashion-conscious younger man, and the 
traditionally styled Adams Row collection appeals 
to the more conservative business man. Anderson- 
Little family apparel stores also expanded the 
Strathmore Collection for the young man. 



While continuing to stress the quality and value of 
merchandise, the subsidiary has also put a new 
emphasis on fashion in its advertising. 

With a goal of capturing a larger share of the mar¬ 
ket for moderately priced clothing, Richman 
Brothers believes that active and dressy sportswear 
for its middle income customers’ leisure time 
offers the greatest potential for growth. 

Part of the new emphasis on marketing is 
Richman’s presentation of apparel in contempo¬ 
rary settings designed to appeal to younger cus¬ 
tomers. All the new and remodeled Richman 
stores are designed for flexibility in displays with 
open fronts to attract customers inside and walls 
with slide projections of fashions in local settings. 


The design, created by a noted store architectural 
firm, is part of Richman’s efforts to create a new 
image, changing the customer’s perception of the 
Richman store from a man’s suit store to an 
apparel store for the younger man. First year sales 
volume of the newly designed stores was approxi¬ 
mately 15 percent higher on average than that of 
stores of older design which opened in 1979. 
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Woolworth and Woolco Canada 


(in Canadian dollars) 

1980 

1979 

1978 

1977 

1976 

Sales* (millions) 

Income before unallocated 

C$1,617 

1.507 

1,319 

1,208 

1,148 

expenses (millions) 

C$ 74 

80 

62 

53 

49 

WOOLWORTH 

Sales (millions) 

C$ 316 

310 

281 

274 

288 

Selling area in square feet 
(millions) 

3.4 

35 

35 

36 

39 

Sales per square foot 

C$ 92 

89 

80 

76 

74 

WOOLCO 

Sales (millions) 

C$1,286 

1,185 

1,031 

926 

852 

Selling area in square feet 
(millions) 

10.7 

101 

9.6 

9.2 

8.7 

Sales per square foot 

C$ 121 

117 

107 

101 

98 


•Includes catalogue store sales 


F. W Woolworth Co. Limited, Canada, reported a 
7.3 percent increase in total sales last year, includ¬ 
ing sales per square foot increases of 3.2 percent 
in Woolworth and 3-0 percent in Woolco. Operat¬ 
ing income (income before unallocated expenses) 
expressed in U.S. dollars decreased by 11.2 percent 
in 1980. The decrease was 8.4 percent expressed 
in Canadian dollars. Sales and earnings pressures 
were in many respects similar to those experi¬ 
enced in the United States. 

■ HBff oolworth’s Canadian customers, beset 
'mBwBJ by inflation like customers in the 
™ United States, spent more time at home, 
and entertainment and home improvement items 
were in good demand. Central vacuum cleaning 
units, unpainted kitchen cabinets and bathroom 
vanities and rattan furniture groupings sold well. 
Across the country, inexpensive digital watches 
and electronic toys and games were popular items, 
and the promising field of business and decorator 
telephone sales was opened. 

During 1980, customers reacted to high energy 
prices by seeking out energy-saving merchan¬ 
dise-wool sweaters and other knitted merchan¬ 
dise, blankets, yarns, home insulation items, wood 
burning stoves and ceiling fans. 


E W Woolworth Co. Limited, Canada, has a lead 
position in that country's general merchandise 
market. Capitalizing on its strong value image 
throughout the nation, Woolworth Canada plans to 
strengthen its already good market share with new 
store openings, especially in British Columbia's 
Fraser Valley, where a large segment of the 
province’s population lives, and to expand the 
clustering of stores in the Calgary and Edmonton 
markets of Alberta, where important gas and oil 
resources are being developed. 

Having a strong representation in most of that 
nation’s metropolitan areas, the Canadian subsidi¬ 
ary is testing a smaller, 60,000 square foot Woolco 
store for cities and towns with populations of 
15,000 to 20,000. 

The Canadian company’s Woolco Catalogue Stores, 
first opened in 1973, include free-standing units 
and units in Woolworth variety' stores. Selling 
prices for the 4,600 items in the stores’ full-color, 
252-page catalogue are heavily discounted. For the 
growing numbers of bargain-seeking customers 
who will exchange personal service for low prices, 
the catalogue stores offer outstanding values. In 
1980, the catalogue stores achieved a 30 percent 
sales increase. 

The Canadian subsidiary’s purchase order entry 
system, which in 1980 was operating in each store 
throughout the country', provides buyers with con¬ 
siderably improved data to coordinate purchases 
and control inventory investment. 


Reproduced with permission of the copyright owner. Further reproduction prohibited without permission. 









Germany 


(in German marks) 

1980 

1979 

1978 

1977 

1976 

Sales (millions) 

Selling area m square feet 

Dm 1,68$ 

1,572 

1,477 

1,336 

1,234 

(millions) 

3.2 

31 

30 

2.9 

2.7 

Sales per square foot 

Income before unallocated 

Dm 532 

507 

492 

461 

457 

expenses (millions) 

Dm 145 

147 

142 

123 

125 


Although the German subsidiary, F. W Woohvorth 
Co., G.m.b.H., was less exposed to the effects of 
inflation than other subsidiaries, it operated in a 
relatively flat economy during 1980. 

Sales expressed in German marks increased by 7.3 
percent during the year, and operating profits in 
local currency declined by 1.3 percent. 

Expressed in U.S. dollars, the sales increase was 
slightly under 7 percent, and operating profits 
declined by 14.7 percent. The heavy decline in dol- 
lar-denominated operating profits resulted from a 
steep drop in the value of German currency in the 
final quarter of 1980. In the same 1979 period, the 
currency' was strong. 


T he many locations and lines of merchan¬ 
dise in Woolworth stores throughout West 
Germany are attracting customers from a 
broad economic spectrum. Although inflation rates 
in general have been contained effectively, a dis¬ 
proportionate rise in energy costs in the latter 
months of the year had its effect on discretionary 
consumer spending. Home heating and transporta¬ 
tion fuels required larger amounts of the weak¬ 
ened German mark because petroleum settle¬ 
ments are generally made in dollars. 

The nation’s populace is an aging and increasingly 
affluent one, and many Woolworth stores offer an 
attractive product mix in settings that mirror its 
high quality. A number of stores now offer cus¬ 
tomers quality furs, carpets and sporting goods. 
Wearing apparel and domestics with their higher 
margins account for nearly half of all Woolworth 
store sales in that country. In upcoming years, the 
subsidiary expects its strongest growth to be in 
high quality', higher priced goods including gifts 
and novelties and leisure-related items. 

There is a Woolworth store in virtually every' 
sizeable community in West Germany. Given the 
excellent representation in major population cen¬ 
ters, the German company’s future plans call for 
store openings in communities of approximately 
10,000 that serve outlying regions. 


Mexico 


(in pesos) 

1980 

1979 

1978 

1977 

1976 

Sales (millions) 

Selling area in square feet 

PS 2,031 

1,597 

1,156 

977 

750 

(thousands) 

585 

585 

585 

561 

581 

Sales per square foot 

Income before unallocated 

Ps 3,472 

2,730 

1,976 

1,742 

1,291 

expenses (millions) 

Ps 375 

251 

158 

140 

123 


They're fuzzy and cuddly and 
they're also safe 1 Woolworth 
lah technicians are constantlv 
on the job testing and 
checking products for quality, 
durability, and consumer 


Mexico’s developing oil and gas industry is boost¬ 
ing that nation’s level of spending for a growing 
population and, consequently, creating a climate 
favorable to retailing. The positive effects, how¬ 
ever, have in some measure been counter¬ 
balanced by a very high level of inflation which is 
expected to continue in 1981. 

Nevertheless, the operating income (income 
before unallocated expenses) of E W Woolworth 
Co., S.A. de C.V., in U.S. dollars rose 51.2 percent 
from $11 million in 1979 to $16 million in 1980. 
Sales in U.S. dollars rose 26.2 percent from $70 
million in 1979 to $88 million in 1980. 

In local currency, the Mexican subsidiary'^ sales 
rose by 27.2 percent from the 1979 level. In the 
1975 to 1980 period, its sales grew at a 27 percent 
compound annual rate. 


W oolworth’s Mexican subsidiary is 

expanding and improving the quality 
and assortment of its ready-to-wear 
lines for the entire family. In 1980, apparel 
accounted for some 40 percent of total sales and is 
expected to continue this strong performance. The 
merchandise reflects local preferences and cus¬ 
tomer income levels. 

Because of its U.S. ownership, Woolworth Mexico 
has not been permitted to open new stores since 
1973. The Company, therefore, is investigating the 
feasibility' and economics of reducing its owner¬ 
ship share to less than 50 percent. If this can be 
accomplished, the Company will then be able to 
participate in the predicted growth of Mexico. 
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Woolworth and Woolco Great Britain 


(m pounds sterling) 

1980 

1979 

1978 

1977 

1976 

Sales (millions) 

Selling area in square feet 

£ 952 

888 

823 

724 

665 

(millions) 

11.0 

10.1 

101 

10.1 

10.2 

Sales per square foot 
Income before interest 

£ 86 

88 

81 

72 

65 

and taxes (millions) 

£ 61 

71 

60 

55 

43 


The Company's income from its 52.7 percent 
equity interest in its British subsidiary rose from 
$58 million in 1979 to $60 million in 1980. 
Included in the Company’s equity in net income in 
1979 and 1980 were $28 million and $23 million, 
respectively, of reversals of deferred taxes on stock 
relief. 


Excluding these reversals of deferred taxes, the 
British subsidiary’s results in local currency, as 
shown on the above chart and in the Summary 
Financial Data on the following page, declined in 
1980. Income before interest and taxes declined 14 
percent from & 71 million in 1979 to & 61 million 
in 1980, and income before taxes declined 24.6 
percent from & 59 million to & 44 million. 
Although sales increased 7.2 percent, sales per 
square foot declined 2.0 percent. 



Sales expressed in U.S. dollars increased 16.3 per¬ 
cent over the 1979 level. This is higher than the 
sales increase in local currency due to a fairly con¬ 
sistent rise in the exchange rate of the pound ster¬ 
ling in 1980, from $2.27 at the end of fiscal 1979 to 
$2.36 at the end of fiscal 1980. Foreign currenq' 
translation gains of $9 million in 1980, compared 
to losses of $4 million in 1979, accounted for the 
fact that pretax income in U.S. dollars was the 
same in 1979 and 1980 while it actually declined in 
local currenqi 


She's all set for school, 
togged out in Woolworth 
wearables from top to toe. 
Even her notebook is a 
Woolworth staple., a best 
seller since her great-great 
grandmas day 


W oolworth occupies a dominant position 
in United Kingdom retailing, operating 
as it does in almost every shopping 
“high street” of consequence. Its essential trading 
base is the variety store and will remain so 
although, in line with customers’ changing life 
styles and preferences, the subsidiary in 1980: 

• Opened its first two edge-of-town furnishing 
centers under the name “Furnishing World.” 

• Continued the expansion of the Shoppers World 
Catalogue Division which now operates 28 free 
standing stores and 15 units in Woolworth and 
Woolco stores. 

• Opened four Foot Locker stores based on the 
successful Kinney Shoe Corporation formula. 

• Opened its first two fast food units under the 
“Burgermaster” name featuring a Bavarian-style 
menu. 

The expansion of the subsidiary’s do-it-yourself 
operation continued strongly during 1980 with the 
acquisition of B & Q (Retail) Limited, a chain of 39 
edge-of-town do-it-yourself centers. B & Q is a rap¬ 
idly expanding company and will play a significant 
role in increasing the subsidiary’s market share in 
this important sector. Additionally, ground floor 
stockroom space has been converted to do-it- 
yourself retail use in 10 stores with excellent 
results. A significant number of additional conver¬ 
sions is planned for 1981. 

Other areas where the company has continued to 
make good progress in increasing market share 
include clothing, horticulture, electrical appli¬ 
ances, audio, and records where the subsidiary is 
market leader. 

The British subsidiary, which now operates two 
major data processing centers, is converting to 
equipment which, when fully installed in 1982, 
will provide additional processing capability to 
enhance sales analysis and inventory investment 
control. 

1980 has seen the first full year’s benefits arising 
from the development of the trans-shipment cen¬ 
ter network which is now fully integrated with the 
British subsidiary’s two major distribution centers. 
This enhancement of the distribution facilities has 
resulted in major cost savings and made a signifi¬ 
cant improvement in service to stores. 
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Summary Financial Data F. W. Woolworth and Co., Limited 

an unconsolidated subsidiary 


Assets and Liabilities 

1980 

1979 

1978 

1980 

1979 

1978 

January 31,1981,1980 and 1979 (in millions) 


(in U.S. dollars) 

(in pounds sterling) 

Current assets 

$ 596 

$ 515 

$ 400 

£254 

£234 

£202 

Owned and leased properties, net 

589 

505 

488 

245 

211 

202 

Investment in unconsolidated subsidiary 

9 

10 

2 

4 

4 

1 

Goodwill 

33 

— 

— 

14 

— 

— 

Total assets 

1,227 

1,030 

890 

517 

449 

405 

Current liabilities 

439 

409 

360 

186 

184 

180 

Long-term debt 

27 

23 

20 

11 

10 

10 

Deferred taxes and other credits 

148 

84 

77 

67 

39 

36 

Long-term obligations under capital leases 

85 

60 

53 

36 

26 

27 

Total liabilities 

699 

576 

510 

300 

259 

253 

Shareholders’ equity 

$ 528 

$ 454 

$380 

£217 

£190 

£152 

Revenues and Expenses for the Fiscal Years Ended January 31,1981,1980 and 1979 



Sales 

$2,228 

$1,915 

$1,592 

£952 

£888 

£823 

Income before income taxes 

$ 122 

$ 122 

$ 103 

£ 44 

£ 59 

£52 

Income taxes 







Before stock relief tax benefits 

51 

64 

55 

21 

29 

28 

Stock relief tax benefits 

(44) 

(53) 

— 

(22) 

(25) 

— 


7 

11 

55 

(1) 

4 

28 

Net income 

$ 115 

$ 111 

$ 48 

£ 45 

£ 55 

£ 24 

Changes in Working Capital for the Fiscal Years Ended January 31,1981,1980 and 1979 



Net income 

$ 115 

$ 111 

$ 48 

£ 45 

£ 55 

£ 24 

Depreciation 

24 

21 

19 

11 

9 

8 

Other 

7 

14 

9 

1 

2 

4 

Working capital provided by operations 

146 

146 

76 

57 

66 

36 

Sales of owned properties 

72 

12 

8 

31 

6 

4 

Capitalized lease obligations 

23 

(8) 

1 

10 

(4) 

— 

Increase in long-term debt 

2 

1 

20 

1 

— 

10 

Cash dividends 

(41) 

(37) 

(30) 

(18) 

(17) 

(16) 

Additions to owned and leased properties 

(117) 

(48) 

(33) 

(50) 

(22) 

(17) 

Goodwill from acquisiton of B & Q 

(33) 

— 

— 

(14) 

— 

— 

Increase in working capital 

$ 52 

$ 66 

$ 42 

£ 17 

£ 29 

£ 17 

F. W. Woolworth Co.’s Equity Interest (52.7%) 






Equity interest at beginning of year 

$239 

$200 

$191 




Net income 

60 

58 

25 




Dividends 

(22) 

(19) 

(16) 




Equity interest at end of year 

$277 

$239 

$200 





In 1979, legislation was enacted in the United Kingdom which eliminated the British subsidiary’s future tax liability for stock relief tax 
benefits claimed in 1973 and 1974 for increases in the monetary value of inventories. The law also provided that for years after 1974, 
the potential future liabilities would be eliminated six years following the year in which stock relief tax benefits were claimed. Accor¬ 
dingly, in 1979 deferred taxes of $25 million (Company’s share $13 million) applicable to 1973 and 1974 were restored to income 
and, based on management’s opinion at that time, deferred taxes of $28 million (Company’s share $15 million) applicable to 1975 
through 1977 were restored to income. 

Deferred taxes of an additional $55 million applicable to 1978 and 1979were not restored to income due to the institution of an inven¬ 
tory control program. In 1980 management reviewed the results of the inventory control program and determined that a deferred tax 
liability of $11 million was adequate at that time. Accordingly, in the fourth quarter of1980, $44 million (Company’s share $23 million) 
was restored to income. 

In November of1980 legislation was proposed in the United Kingdom that would eliminate all potential future tax liabilities applicable 
to stock relief tax benefits. If this legislation is enacted in 1981, the remaining deferred taxes will be restored to income. 
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Summary of Significant Accounting Policies 


Consolidation —The consolidated financial statements include 
the accounts of the Company and all domestic and foreign sub¬ 
sidiaries except F. W Woolworth and Co., Limited, of which the 
Company owns 52.7% of the outstanding capital stock. This in¬ 
vestment is accounted for by the equity method using financial 
statements of the British subsidiary which have been adjusted 
to conform with accounting principles generally accepted in 
the United States. See Summary Financial Data on page 18 of 
this report. 

All subsidiaries’ results are based on fiscal years ended January 
31, except for the German and Australian subsidiaries whose 
fiscal years end December 31. 

Merchandise Inventories— Inventories are valued at the lower 
of cost or market, using the retail method for merchandise in 
stores and warehouses. Cost is determined on the last-in, first- 
out basis for most domestic inventories, and the first-in, first- 
out basis for foreign inventories. 

Properties— Significant additions and improvements to proper¬ 
ties are capitalized; maintenance and repairs are charged to 
current operations as incurred. 


Depreciation and Amortization—Owned buildings and equip¬ 
ment are depreciated on a straight-line basis over the esti¬ 
mated useful lives of the assets. The principal annual rates of 
depreciation are 2 to 3% for buildings and 7 to 33% for furni¬ 
ture, fixtures and equipment. Leased properties under capital 
leases and improvements to leased premises are amortized on 
a straight-line basis over the lesser of the life of the asset or the 
term of the lease. 

Store Preopening Costs —Store preopening costs are charged 
to expense in the year incurred. 

Income Taxes—United States investment tax credits are 
accounted for under the “flow through” method and are thus 
applied as a reduction of income tax expense for the period 
in which expenditures create the tax benefit. 

Leases on Closed Stores —Estimated future costs of leases on 
closed stores are recorded in the period in which the store is 
closed. These costs represent the present value of expendi¬ 
tures for rents, real estate taxes and other occupancy costs, 
reduced by estimated income from existing subtenant leases. 


Report of independent Accountants 


^^aterhouse &. Ca 


To the Board of Directors and Shareholders of F. W Woolworth Co.: 

In our opinion, the accompanying consolidated balance sheet and the related consolidated statements of income, changes in 
shareholders’ equity and changes in financial position present fairly the financial position of F. W Woolworth Co. and its consoli¬ 
dated subsidiaries at January 31,1981,1980 and 1979, and the results of their operations and the changes in their financial position 
for the years then ended, in conformity with generally accepted accounting principles consistendy applied. Our examinations of 
these statements were made in accordance with generally accepted auditing standards and accordingly included such tests of the 
accounting records and such other auditing procedures as we considered necessary in the circumstances. 
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Consolidated 
Statement of Income 


F. W. Woolworth Co. 
and Consolidated Subsidiaries 


For the fiscal years ended January 31,1981,1980, and 1979 (in millions; 

) 1980 

1979 

1978 

Revenues 




Sales, including sales from leased departments of $403, 




$493, and $503 

$7,218 

$6,785 

$6,103 

Other income 

21 

20 

14 


7,239 

6,805 

6,117 

Costs and Expenses 




Costs of sales 

5,029 

4,708 

4,207 

Selling, general, and administrative expenses 

1,800 

1,643 

1,484 

Depreciation and amortization 

121 

111 

103 

Interest expense 

145 

116 

95 


7,095 

6,578 

5,889 

Income of Consolidated Companies Before Income Taxes 

144 

227 

228 

Income taxes 




Income tax provision for domestic and 




foreign companies 

63 

105 

123 

Refund of Advance Corporation Tax 

(20) 

— 

— 


43 

105 

123 

Income of Consolidated Companies 

101 

122 

105 

Equity in Net Income of F. W. Woolworth and Co., Limited 




Before stock relief tax benefits 

37 

30 

25 

Stock relief tax benefits 

23 

28 

— 


60 

58 

25 

Net Income 

$ 161 

$ 180 

$ 130 


Net Income Per Common Share 


Primary 

$ 5.30 

$ 6.02 

$ 4.34 

Fully diluted 

5.12 

5.78 

4.12 


See Summary of Significant Accounting Policies on page 20 and Financial Review on pages 26 to 31. 
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Consolidated 
Balance Sheet 


FW.WoolworthCo. 
and Consolidated Subsidiaries 


January 31,1981,1980, and 1979 (in millions) 

1980 

1979 

1978 

ASSETS 




Current Assets 




Cash 

$ 35 

$ 25 

$ 53 

Merchandise inventories 

1,484 

1,391 

1,245 

Other current assets 

139 

140 

131 


1,658 

1,556 

1,429 

Investment in F. W. Woolworth and Co., Limited 

277 

239 

200 

Owned Properties, less depreciation and amortization 

858 

788 

749 

Leased Properties Under Capital Leases, less amortization 

324 

312 

295 

Deferred Charges and Other Assets 

55 

32 

34 


$3,172 

$2,927 

$2,707 


LIABILITIES AND SHAREHOLDERS’ EQUITY 


Current Liabilities 

Short-term debt 

$ 194 

$ 39 

$ 4 

Current portion of long-term debt and obligations under capital leases 

50 

38 

31 

Accounts payable 

417 

428 

375 

Accrued liabilities 

246 

211 

203 

Dividends payable 

14 

13 

11 

■Income taxes 

28 

71 

76 


949 

800 

' 700 

Long-Term Debt 

366 

388 

410 

Other Liabilities 

40 

41 

44 

Deferred Income Taxes 

32 

28 

23 

Long-Term Obligations Under Capital Leases 

378 

369 

353 

Shareholders’ Equity 

1,407 

1,301 

1,177 


$3,172 

$2,927 

$2,707 


See Summary of Significant Accounting Policies on page 20 and Financial Review on pages 26 to 31. 
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Consolidated Statement of F. W. Woolworth Co. 

Changes in Shareholders’ Equity and Consolidated Subsidiaries 


For the fiscal years ended 
January 31,1981,1980, and 1979 

(shares in thousands, amounts in millions) 1980 _ _1979_1978 



Shares 

BHBBHH B 

Amount 

Shares 

Amount 

Shares 

Amount 

Preferred Stock 

Par value $1 per share, 

$2.20 Series AConvertible 

Preferred at stated value 
$4.73 V 3 per share, 7,000,000 
shares authorized 

Outstanding at beginning of year 

1,265 

$ 6 

1,736 

$ 8 

1,737 

$ 8 

Converted during year 

(1911 

(D 

(471) 

(2) 

(1) 

— 

Outstanding at end of year 

1,074 

5 

1,265 

6 

1,736 

8 


Common Stock 

Par value $3.3373 per 
share, 60,000,000 shares authorized 
Issued at beginning of year 

Issued on conversion of 
preferred shares 

30,035 

271 

100 

1 

29,366 

669 

98 

2 

29,365 

1 

98 

Issued at end of year 

30,306 

101 

30,035 

100 

29,366 

98 

Common stock in treasury at 







beginning of year 

(376) 

(9) 

(238) 

(5) 

(248) 

(6) 

Acquired at cost 

(100) 

(2) 

(328) 

(9) 

(172) 

(4) 

Issued understock purchase plan 

146 

3 

185 

5 

180 

5 

Issued upon exercise of options 

25 

1 

5 

— 

2 

— 

Common stock in treasury at end of year 

(305) 

(7) 

(376) 

(9) 

(238) 

(5) 

Common stock issued and outstanding 

30,001 

94 

29,659 

91. 

29,128 

93 

Retained Earnings 







Balance at beginning of year 


1,204 


1,076 


993 

Net income 


161 


180 


130 

Cash dividends declared 







Preferred stock 


(2) 


(3) 


(4) 

Common stock 


(54) 


(47) 


(41) 

Stock option and purchase plan 







transactions, net 


(1) 


(2) 


(2) 

Balance at end of year 


1,308 


1,204 


1,076 

Total Shareholders’ Equity 


$1,407 


$1,301 


$1,177 


See Summary of Significant Accounting Policies on page 20 and Financial Review on pages 26 to 31. 
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Consolidated Statement of 
Changes in Financial Position 


F W. Woolworth Co. 
and Consolidated Subsidiaries 


Forthe fiscal years ended January 31,1981,1980, and 1979 (in millions) 

1980 

1979 

1978 

Financial Resources Were Generated From: 

Income of consolidated companies 

$ 101 

$ 122 

$ 105 

Non-cash items, principally depreciation and amortization 

124 

113 

113 

Total 


235 

218 

Dividends received from FW. Woolworth and Co., Limited 

22 

19 

16 

Sales of properties 

4 

17 

18 

Other 

(7) 

6 

3 

Total Financial Resources Generated 

244 

277 

255 

Financial Resources Were Used For: 

Increases (decreases) in working capital 
requirements (excluding cash and borrowings) 

Changes in inventory 

93 

146 

168 

Changes in other current assets and liabilities 

17 

(49) 

(134) 

Additions to owned properties and those 
occupied under capital leases 

232 

189 

177 

Cash dividends 

56 

50 

45 

Acquisition of treasury stock 

2 

9 

4 

Total Financial Resources Used 

400 

345 

260 

Additional Financial Resources Required 

$(156) 

im 

$ (5) 

Sources of Additional Resources Required 

Increase (decrease) in cash 

$ 10 

$ (28) 

$ - 

(Increase) in short-term debt 

(155) 

(35) 

— 

(Increase) in long-term debt and capital lease obligations 

(11) 

(5) 

(5) 


$(156) 

$ (68) 

$ (5) 


See Summary of Significant Accounting Policies on page 20 and Financial Review on pages 26 to 31. 
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Management’s Discussion off 
Operating Results and Financial Condition 


As a multinational retailer, the Company’s operating results 
and financial condition are affected by the economic and 
competitive forces of the various environments in which it 
operates. For the past three years, inflation has impacted 
operating results adversely. 

Income of consolidated companies as a percent of sales was 
1.4% in 1980 as compared to 1.8% in 1979 and 1.7% in 1978. 
Contributing to these results have been the effects of inflation, 
which are manifested in increased merchandising and operat¬ 
ing costs, rising interest rates and fluctuating foreign 
exchange rates. In addition, the Company’s operating results 
have been affected by a decline of business conditions in 1980 
in the countries in which the Company operates. 

The operating income of foreign companies as a percentage 
of total consolidated operating income was 56% in 1980, 53% 
in 1979, and 45% in 1978. Foreign companies’ operating 
income margins have generally been higher than those of 
domestic companies due in part to the cost determination of 
inventories. While the Company uses the retail method to 
value all merchandise inventories, cost is determined on the 
first-in, first-out (FIFO) basis for foreign companies and the 
last-in, first-out (LIFO) basis for domestic companies. In 
periods of inflation the FIFO method increases margins rela¬ 
tive to the LIFO basis which, by more closely matching reve¬ 
nues with current cost, depresses margins. Also, the effects of 
foreign currency translation have decreased income in 1978 
and 1980 while increasing income in 1979. 

Interest expense has increased in each of the last three years 
due primarily to higher short-term interest rates coupled with 
increases in short-term debt levels. 

The effective income tax rate of consolidated companies has 
declined from 54% in 1978, to 46% in 1979, to 30% in 1980 due 
to changes in the U.S. statutory rate, foreign currency transla¬ 
tion gains and losses which are not taxable, and a $20 million 
Advance Corporation Tax refund received from the British 
government in 1980 with respect to taxes which had been 
paid on dividends received from the British subsidiary in 
prior years. 

Equity in the net income of the unconsolidated British subsid¬ 
iary in 1980 and 1979 included reversals of deferred taxes on 
stock relief amounting to $23 million and $28 million, respec¬ 
tively. Also, currency translation increased equity in the net 
income of the British subsidiary in 1980 and 1978, while 
depressing it in 1979. 


The effects of the above items on net income per share follow: 



1980 

1979 

1978 

Domestic LIFO provision 

$ (.89) 

t (.84) 

$ (.39) 

Interest expense 

(2.73) 

(2.11) 

(1.50) 

Foreign currency translation gains (losses) of 
consolidated companies 

(10) 

30 

(.09) 

British Advance Corporation Tax refund 

.67 

— 

— 

Equity in reversal of British stock relief taxes 

.77 

95 

— 

Equity in foreign currency translation gams 
(losses) of British subsidiary 

.29 

(14) 

.02 


As shown in the Consolidated Statement of Changes in Finan¬ 
cial Position, funds utilized for working capital, expansion and 
dividends have exceeded funds generated in 1979 and 1980. 
These additional funds were obtained through increases in 
short-term debt. Based on current plans for 1981, which 
include approximately $170 million for additions to owned 
properties, management anticipates that the Company will 
generate more funds than required. 

During this three year period, the percentage of aggregate 
short-term debt and long-term debt to the sum of total debt 
and total shareholders’ equity has increased from 26% in 1978 
to 29% in 1980. The percentage of short-term debt to total 
debt has increased from 1% in 1978 to 33% in 1980. Presently, 
short-term lines of credit are considered more than adequate 
to meet seasonal working capital demands. However, depend¬ 
ing on market conditions, the Company may utilize other 
sources of outside financing, either long-term or short-term. 

In order to maximize its financial returns management con¬ 
tinues to evaluate and reallocate its resources. To this end, 
management analyzes the profitability of existing stores in 
relation to markets in which the Company operates, the physi¬ 
cal size of the stores, and the merchandise lines being 
offered; and where warranted makes appropriate changes. 
During the past three years the Company has closed 327 
stores and leased departments, has reduced the size of exist¬ 
ing stores by subleasing space to other Company operating 
units and outsiders, and has assumed the operations of a sig¬ 
nificant number of departments formerly leased to others. In 
addition, in 1980 the Company closed its operations in Spain, 
which were unprofitable. 

For a more detailed analysis of operating results and financial 
condition see Financial Review beginning on page 26. For 
required information on the effects of inflation on the Com¬ 
pany see page 32. 
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Financial Review 


Sales 


Sales of consolidated companies rose at a five year annual 
compound growth rate of 9.2%. Increases resulted from infla¬ 
tion and sales gains at existing stores, and the addition of new 
stores. 

An analysis of sales contribution by management responsibil¬ 
ity and geographic area follows: 

(in millions) 1S80 1979 1978 1977 1976 

Domestic: 

Woolworth and Woolco 

Richman 

Intersegment sales 

$3754 

814 

179 

(60) 

$3540 

755 

184 

(46) 

$3250 

672 

177 

(41) 

$3004 < 

574 

157 

(36) 

$2761 

473 

160 

(31) 

Total domestic 

4687 

4433 

4058 

3699 

3363 

% increase over prior year 

5.7 

9.2 

9.7 

10.0 

9.8 

Foreign. 

Canada 

1379 

1289 

1147 

1125 

1163 

Germanv 

922 

863 

743 

581 

492 

Mexico 

88 

70 

51 

43 

47 

Kinney: Canada & 
Australia 

198 

171 

136 

116 

115 

and sales of 
discontinued 
operations 

(56) 

''D 

(32) 

(30) 

(28) 

Total foreign 

2531 

2352 

2045 

1835 

1789 

% increase over prior year 

7.6 

15.0 

11.4 

2.6 

12.8 

Total sales 

$7218 

$6785 

$6103 

$5534 

$5152 

% increase over prior year 6.4 

11.2 

103 

7.4 

10.8 


Since 1975, compound annual growth rates were 8.9% for 
domestic sales, and 9.8% for foreign sales. For further infor¬ 
mation on sales, sales per square foot, and operating income 
in local currency, see Operations Review of this Annual 
Report. 


Net Income 


Net income was $161 million in 1980 compared to $180 mil¬ 
lion in 1979 and $130 million in 1978. Net income per share 
was $5.30 in 1980, $6.02 in 1979 and $4.34 in 1978. During 

1980 the Company closed its Spanish operations with no 
material effect on the Company’s financial condition or 
operating results. 

An analysis of income by management responsibility and geo¬ 
graphic area follows: 

(in millions) 1980 1979 1978 1977 1976 

Income before 
unallocated expenses 
Domestic: 

Woolworth and 
Woolco 

$ 61 

$ 78 

$ 75 

$ 46 

$ 67 

Kinnev 

76 

80 

87 

71 

54 

Richman 

(5) 

4 

10 

6 

8 

Total domestic 

132 

162 

172 

123 

129 

Foreign: 

Canada 

60 

67 

47 

36 

56 

Germany 

79 

93 

79 

54 

52 

Mexico 

16 

11 

6 


7 

Kinney: Canada & 
Australia 

15 

13 

11 

6 

6 

Spam 

(2) 

- 

- 

- 

- 

Total foreign 

168 

184 

143 

101 

121 

Operating income 

300 

346 

315 

224 

250 

Unallocated expenses 
Corporate 

(15) 

(ID 

(7) 

(4) 

(4) 

Service charges 
on receivables sold 

(36) 

(30) 

(20) 

(15) 

_ 

Interest* 

(105) 

(78) 

(60) 

(53) 

(64) 

Income taxes 

(43) 

(105) 

(123) 

(83) 

(84) 


(199) 

(224) 

(210) 

(155) 

(152) 

Income of consolidated 
companies 

101 

122 

105 

69 

98 

Equity in net income of 

F. W Woolworth and 

Co., Limited 

Before stock relief 
tax benefits 

37 

30 

25 

16 

10 

Stock relief tax 
benefits 

23 

28 

_ 

_ 

_ 


60 

58 

25 

16 

10 

Net income 

$161 

$180 

$130 

$ 85 

$108 


•Imputed interest expense applicable to capital lease obligations is included in 
the operating income of the operation to which it relates 


Operating income of consolidated companies (income before 
unallocated expenses) declined 13.3% in 1980 after rising in 
each of the two prior years. Domestic operating income 
declined 18.5% in 1980 and 5.8% in 1979. Foreign operating 
income declined 8.7% in 1980 after rising 28.7% in 1979. All 
operating units experienced operating income declines in 
1980 except for Mexico, and Kinney in Canada and Australia. 
Disappointing sales levels in virtually all operating units, par¬ 
ticularly in the United States, competitive pressures which 
intensified as the year progressed, unfavorable year-to-year 
currency swings in Germany and Canada, and increased per¬ 
sonnel and energy-related operating costs all had a negative 
impact on operating income. 

The five year compound annual growth rate of operating 
income was 6.2% 


Reproduced with permission of the copyright owner. Further reproduction prohibited without permission. 





The Company’s equity in the net income of its British subsidi¬ 
ary increased 3-5% from $58 million in 1979 to $60 million in 
1980. Reversals of deferred taxes on stock relief increased 
equity income $23 million in 1980 and $28 million in 1979. 
Excluding these deferred tax benefits from both periods, 
equity in the net income of the British subsidiary increased 
22% in 1980 and 20% in 1979 from the comparable prior year 
periods. Currency translation increased income $9 million in 
1980 and $1 million in 1978, and decreased income $4 million 
in 1979. 


Ratios useful in analyzing consolidated companies’ results of 
operations are as follows: 


(% of revenues) 

1980 

1979 

1978 

1977 

1976 

Costs of sales 

Selling, general, and 
. administrative 

69.5% 

69.2% 

68 8% 

69 6% 

69.4% 

expenses 

Depreciation and 

24.8 

24.1 

24 3 

24 3 

23.5 

amortization 

1.7 

1.6 

1.7 

18 

1.8 

Interest 

2.0 

17 

1.5 

16 

18 

Income taxes 

Income of 
consolidated 

.6 

16 

2.0 

1.5 

1.6 

companies 

1.4 

1.8 

1.7 

12 

1.9 


Costs of Sales 


Gross margins over the last five years have been affected by 
increased domestic LIFO provisions and the effects of foreign 
currency translation. The impact of these items on costs of 
sales for each of the last five years follows: 


(in millions)_1980 1979 1978 1977 1976 


LIFO provision 

$ 48 

$ 46 $ 23 

$ 16 

$ 16 

Foreign currencv (gain) 





loss 

3 

(9) 3 

17 

(10) 

Net addition to costs of 

$ 51 

$37 $ 26 

$ 33 

S 6 


Depreciation and Amortization 


Depreciation and amortization expense attributable to owned 

properties and leased properties under capital leases by 


management responsibility and geographic area i 

s as follows: 

(in millions) 

1980 

1979 

1978 

1977 

1976 

Domestic. 






Woolsvorth and 






Woolco 

$ 63 

S 59 

$ 56 

$ 57 

$ 51 

Kinnev 

20 

16 

14 

12 

11 

Richman 

4 

4 

3 

3 

3 

Total domestic 

87 

79 

73 

72 

65 

Foreign 







17 

16 

15 

14 

13 

Germany 

Mexico 

Kinnev: Canada & 

13 

13 

12 

12 

11 

1 

Australia 

3 

2 

2 

2 

1 

Total foreign 

34 

32 

30 

29 

26 


$121 

$111 

$103 

$101 

$ 91 

Interest Expense 

Interest expense consisted of the following: 



(in millions) 



1980 

1979 

1978 

Short-term debt 



$ 74 

$ 46 

$ 27 

Long-term debt 



31 

32 

33 

Total interest on debt 
Imputed interest on 



105 

78 

60 

capital leases 



40 

38 

35 

Total interest expense 



$145 

$116 

$ 95 


Interest expense increased 25.8% in 1980 and 22.3% in 1979 
over the comparable prior year due to higher short-term 
interest rates and higher borrowing levels. The average rates 
of interest on total debt were 11.8% in 1980,10.1% in 1979, and 
8.6% in 1978. 


Selling, General, and Administrative Expenses 

In 1980 selling, general, and administrative expenses 
increased 9-5% over the prior year due primarily to increases 
in personnel and energy-related costs and increases in service 
charges on receivables sold, a cost associated with credit 
sales. The five year compound annual growth rate was 10.5% 
for selling, general, and administrative expenses, compared to 
9.2% for sales. 

In addition, advertising expenses amounted to $176 million in 
1980, $168 million in 1979, and $151 million in 1978. Over the 
last five years, advertising expenses have risen at a 9.7% com¬ 
pound annual rate. 
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Taxes on Income 


Foreign Currency Translation 


The following presents the domestic and foreign components 
of consolidated companies’ income before income taxes. 


(in millions) 

1980 

1979 

1978 

United States 

S 5 

$ 72 

$ 103 

Foreign 

139 

155 

125 

Income before income taxes 

$144 

$227 

$228 

Income taxes of consolidated companies consist of the 


following: 

(in millions) 

1980 

1979 

1978 

Current: 

Federal 

$ (6) 

$ 29 

$ 53 

State and local 

3 

5 

7 

Foreign 

61 

71 

60 

Total current provision 

58 

105 

120 

Deferred: 

Federal 

1 

(3) 

(2) 

State and local 

— 



Foreign 

4 

3 

5 

Total deferred provision 

5 

- 

3 

Refund of Advance Corporation Tax 

(20) 

- 

- 

Total provision for income taxes 

$- 43 

$ 105 

$123 


Deferred taxes arise principally from the use of accelerated 
depreciation, the accounting for capitalized leases, foreign 
dividends, and the reporting of foreign income. 

Set forth below are the significant differences (expressed as a 
percentage of pretax income) between the statutory United 
States federal income tax rate and the effective income tax 
rate as reflected in the accompanying consolidated statement 
of income: 


1980 1979 1978 


Statutory federal income tax rate 

46.0% 

460% 

48.0% 

State and local income taxes 

1.0 

12 

1.5 

Investment tax credit 

(6.2) 

(23) 

(2.0) 

Foreign income taxed at higher rates 

1.3 

1.3 

1.7 

Other items, net 

1.8 

0.1 

_47 


43.9 

46.3 

539 

Refund of Advance Corporation Tax 

(13.9) 

- 

- 


30.0% 

46.3% 

53.9% 


Provision has been made in the accompanying consolidated 
statement of income for additional United States and foreign 
income taxes applicable to dividends received or expected to 
be received from subsidiaries. The amount of unremitted 
earnings of foreign subsidiaries, on which no such tax is pro¬ 
vided and is considered to have been permanently reinvested 
in the subsidiaries, totaled $690 million at January 31,1981. 
Foreign currency translation gains are not taxable, and losses 
are not tax deductible. 


The effect of fluctuations in foreign currency translation rates 
on net income is shown in the following table: 


(in millions) 

1980 

1979 

1978 

Exchange gains (losses) from balance sheet 
translation (FAS No. 8)* 

$ 1 

$ (32) 

$ (10) 

Inventory and fixed asset gains from income 
statement translation 

5 

37 

8 

Total effect of foreign current translation 

$ 6 

$ 5 

$ (2) 


•Includes losses of $9 million in 1980 and $4 million in 1978 resulting from 
adjustment of inventories of foreign subsidiaries after translation to the lower 
of cost or market 


The following table shows the impact on earning per share, 
including income from the Company’s 52.7% equity in the 
British subsidiary, produced by balance sheet and income 
statement currency translation for the years 1980,1979, and 
1978. 



1980 

1979 

1978 

Exchange gains (losses) from balance sheet 
translation (FAS No. 8) 

$.01 

$(1.09) 

$ (.32) 

Inventory and fixed asset gains from income 
statement translation 

.18 

1.25 

.25 

Total currency change related items* 

$.19 

$.16 

$(07) 


•Represents the difference between net income determined in accordance 
with FAS No. 8 and net income which would have been reported if inventory 
costs and depreciation and amortization expense were translated at average 
rates in effect during the year. 

Retirement Plans_ 


The consolidated companies have noncontributory retirement 
plans for qualified employees. Provisions for earned benefits 
are made by payments to insurance companies to purchase 
annuity contracts, by contributions to trust funds, or by 
balance sheet accruals, and include amortization of prior 
service costs generally over ten to forty year periods. 

The total cost of retirement plans amounted to $28 million 
in 1980, $26 million in 1979, and $23 million in 1978. A com¬ 
parison of the actuarial present value of accumulated plan 
benefits and plan net assets as of the latest actuarial valuations, 
January 1,1980, is shown below: 


(in millions) 


Actuarial present value of 
accumulated plan benefits: 

Vested 

Non-vested 

$292 

21 


$313 

Net assets available for benefits 

$274 

Weighted average assumed rate 


of return 

5.8% 


Certain actuarial assumptions have been changed since the 
last actuarial valuation, thereby reducing the present value of 
vested and non-vested accumulated plan benefits by $10 
million. 


Reproduced with permission of the copyright owner. Further reproduction prohibited without permission. 





Total Assets 


Following is an analysis of total assets by management respon¬ 
sibility and geographic area: 


As of January 31, 

1981 

1980 

1979 

1978 

1977 



(in millions) 



Domestic. 

Woolworth and Woolco 

$1,471 

$1317 

$1,239 

$1,150 

$1,110 

Kinnev 

395 

353 

330 

285 

252 

Richman 

92 

88 

93 

83 

82 

Total domestic 

1,958 

1,758 

1,662 

1,518 

1,444 

Foreign: 

Canada 

458 

461 

406 

376 

384 

Germany 

369 

345 

335 

289 

270 

Mexico 

Kinney: Canada & 

25 

24 

18 

17 

17 

Australia 

85 

77 

63 

51 

51 

Spain 

investment m FW 


23 

23 

23 

22 

Woolworth and Co, 
Limited 

277 

239 

200 

191 

188 

Total foreign 

1,214 

1,169 

1,045 

947 

932 


$3,172 

$2,927 

$2,707 

$2,465 

$2376 

Merchandise Inventories 

As of January 31, 



1981 

1980 

1979 




(in millions) 


LIFO inventories 



$ 839 

$ 762 

$ 743 

FIFO inventories 



645 

629 

502 




$1,484 

$1,391 

$1,245 

Excess of FIFO cost over stated LIFO cost 

$ 163 

$ 115 

$ 69 


Increases in inventories reflect additional stores, the 
assumption of operations of departments formerly licensed to 
others, and inflation. 


Properties 


Owned properties and leased properties under capital leases 

at year end were as follows: 




As of January 31, 

1981 

1980 

1979 


(in millions) 


Land and buildings 




Owned 

$ 373 

$ 354 

$ 339 

Leased 

483 

472 

460 


856 

826 

799 

Furniture, fixtures and equipment 




Owned 

611 

581 

574 

Leased 

66 

53 

39 


677 

634 

613 


1,533 

1,460 

1,412 

Less accumulated depredation and 




amortization 

629 

602 

585 


904 

858 

827 

Buildings on leased ground, less amortization 
Alterations to leased and owned buildings, 

33 

33 

37 

less amortization 

245 

209 

180 


$1,162 

$1,100 

$1,044 


An analysis of net properties by management responsibility 
and geographic area follows: 


As of January 31, 

1981 

1980 

1979 


(m miliums) 


Domestic 

Woolworth and Woolco 

$ 554 

$ 524 

$ 503 


197 

171 

147 

Richman 

27 

23 

22 

Total domestic 

778 

718 

672 

Foreign. 

Canada 

169 

165 

162 

Germany 

203 

170 

166 

Mexico 

8 

8 

9 

Spain 

— 

18 

19 

Kinney: Canada & Australia 

24 

21 

16 

Total foreign 

404 

382 

372 


$1,182 

$1,100 

$1,044 


Capital expenditures for owned properties and additions to 
leased properties under capital leases by management 
responsibility and geographic area during the past five years 
are as follows: 


(in millions) 

1980 

1979 

1978 

1977 

1976 

Domestic: 

Woolworth and 
Woolco 

$100 

$ 95 

$106 

$ 64 

$ 39 

Kinney 

45 

42 

28 

24 

22 

Richman 

8 

5 

4 

4 

3 

Total domestic 

153 

142 

138 

92 

64 

Foreign: 

Canada 

23 

22 

22 

16 

21 

Germany 

48 

18 

10 

23 

30 

Mexico 

1 

— 

2 

2 

2 

Kinney. Canada & 
Australia 

7 

7 

5 

3 

2 

Total foreign 

79 

47 

39 

44 

55 


$232 

$189 

$177 

$136 

$119 


Additions attributable to properties occupied under capital 
leases were $49 million in 1980, $54 million in 1979, $52 mil¬ 
lion in 1978, $27 million in 1977, and $16 million in 1976. The 
large increase in expenditures in Germany for 1980 reflected 
the purchase of two stores and a low level of expenditures in 
1978 and 1979. 

Costs incurred for repairs and maintenance were $61 million 
in 1980, $54 million in 1979, $47 million in 1978, $42 million 
in 1977, and $38 million in 1976. 
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Financial Review 


Liabilities 


Short-term Borrowings 


Short-term borrowings consist of the following: 
As of January 31, 1981 

1980 

1979 

Short-term debt 

(in millions) 


Bank loans 

$104 

$ 39 

$ 4 

Commercial paper 

90 

— 

- 

Current portion of long-tei 

194 

m debt and capital 

39 

4 

lease obligations 

SO 

38 

_31 


$244 

$ 77 

f 35 


Unused lines of credit available to the Company totaled 1836 
million at January 31,1981. 


Statistical information regarding short-term debt and interest 


rates follows: 

1980 

1979 

1978 

Outstanding balance during the ye 

ar (millions) 

$ 39 

$ 4 

$ 4 

High 

751 

523 

413 

Average 

513 

370 

285 

Weighted average interest rate 
During the year 

14 . 4 % 

12.5% 

93% 

At year end 

15 . 9 % 

15.1% 

20 3%* 


♦80% of year end borrowings related to a foreign subsidiary located in a high 
interest rate country. 


The increase in average short-term debt during the past 
two years is attributable in part to expansion, increased 
merchandising costs, and reductions in long-term debt. 

In accordance with agreements with certain banks, the Com¬ 
pany maintains compensating balances throughout the year. 
Compensating balances are maintained in terms of average 
bank balances over a period of time, rather than fixed bal¬ 
ances constantly maintained on deposit. 

Long-Term Debt and Capital Lease Obligations 


The following is a summary of long-term debt and capital 
lease obligations at year end: 


As of January 31, 

1981 

1980 

1979 

5% notes and bonds payable to 1991 

(in millions) 

$ 10 $ 24 

$ 25 

7.375% sinking fund debentures payable 
through 1996 

92 

94 

106 

8.25% bank notes payable 1982-1984 

36 

40 

40 

9% sinking fund debentures payable 
1985-1999 

125 

125 

125 

10% Canadian sinking fund debentures 
payable 1984-2003 

46 

47 

46 

Bank loans payable through 1988 at interest 
rates 1/4% to 3/4% in excess of prime 

10 

13 

5 

3% to 10.5% mortgage and note obligations 
on real estate payable to 2007 

35 

33 

39 

Other 

12 

12 

24 

Total long-term debt 

366 

388 

410 

Capital lease obligations 

378 

369 

_353 


$744 

$757 

$763 


The indenture relating to the 7.375% sinking fund debentures 
provides that the Company annually pay $6 million into a 
sinking fund each April 1. The debentures may be redeemed 
at the option of the Company in whole or in part at annually 
declining premiums, presently 4.1%. 

The indenture relating to the 9% sinking fund debentures 
provides that the Company annually pay $4 million into a 
sinking fund from 1985 to 1989, and $10 million thereafter. 

The debentures may be redeemed at the option of the Com¬ 
pany in whole or in part at annually declining premiums, 
presently 5.8%. 

The indenture relating to the 10% Canadian sinking fund 
debentures provides that the Company annually pa? into a 
sinking fund $1 million from 1984 to 1988, $2 million from 
1989 to 1998, and $3 million from 1999 to 2002. The deben¬ 
tures may be redeemed at the option of the Company in 
whole or in part at annually declining premiums, presently 8.6%. 

Certain of the debt agreements have restrictive provisions 
which, among other things, require the maintenance of mini¬ 
mum consolidated working capital levels and limit the 
amount of debt. 


Maturities of long-term debt and minimum rental payments 
under capital leases in future periods are as follows: 


(in millions) 

Long-term 

Debt 

Capital 

Total 

1981 

$ 24 

$ 77 

$101 

1982 

32 

72 

104 

1983 

28 

69 

97 

1984 

20 

67 

87 

1985 

20 

63 

83 

Thereafter 

266 

547 

813 


390 

895 

1,285 

Less future interest and executory expenses 
Less amount included in short-term 


491 

491 

borrowings 

24 

26 

50 

Total 

$366 

$378 

$744 


The minimum lease payments above have not been reduced 
by minimum sublease rentals of $13 million due in the future 
under noncancelable subleases. 


Operating Leases __ 

The Company is obligated under operating leases for a major 
portion of its store properties and equipment. Many of the 
store leases contain renewal options, ranging from five to ten 
years. Management expects that in the ordinary course of 
business expiring leases will be renewed or replaced by 
leases on other premises. Certain leases provide for addi¬ 
tional rental payments based on a percentage of store sales. 
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Accrued Liabilities 


Rental expense included in costs of sales was: 


(in millions) 

1980 

1979 

1978 

Minimum rentals 

Contingent rent based on sales (including 

$220 

$193 

$176 

leases capitalized) 

36 

32 

24 

Sublease income 

(46) 

(54) 

(54) 

Total 

$210 

$171 

$146 

Minimum annual rents under noncancelable operating leases 

are as follows: 




(in millions) 




1981 



$ 187 

1982 



179 

1983 



173 

1984 



166 

1985 



160 

Thereafter 



1,255 


Minimum annual rents above have not been reduced by 
minimum sublease rentals of $27 million due in the future 
under noncancelable subleases. 


Accrued liabilities consist of the following: 



As of January 31, 

1981 

1980 

1979 

Compensation 

Taxes (other than income—principally 
withholding) 

Other 

(in millions) 

$ 77 $ 85 

57 53 

112 73 

$ 76 

51 

76 


$246 

$211 

$203 

Preferred Stock 


At January 31,1981 the $2.20 Series A Convertible Preferred 
Stock had an involuntary liquidation value of $48.3 million. 
The stock is cumulative, voting and convertible at any time 
at the rate of 1.42 shares of common stock for each share 
of preferred stock, subject to anti-dilution provisions. The 
Company has reserved 1,525,435 shares of common stock for 
the conversion. At the option of the Company the preferred 
stock is redeemable at $45.00 per share. 


Stock Option and Purchase Plans 


The Company has a stock option plan approved by the 
shareholders in 1976 under which options to acquire shares 
of the Company’s common stock are granted to eligible 
employees at the market price on the date of grant. Options 
are not exercisable until one year from the date of grant; 
unexercised options expire five years from date of grant if 
they are designated as being qualified options or ten years 
from date of grant if they are designated as non-qualified 
options. No further options can be granted after June 17,1981. 

The Company also has a 1977 Employees’ Stock Purchase Plan 
under which employees may contribute up to 10% of their 
compensation through payroll deductions which entitles them 
to purchase shares of common stock of the Company at 85% 
of the market price on one of two specified dates. At January 
31,1981 a total of 484,012 shares had been so purchased and 
265,988 shares remain available. It is estimated that the 
265,988 shares that are available to be purchased will be 
purchased during 1981. 


Common shares sold in connection with the stock option and 
purchase plans are issued from treasury shares. Differences 
between the proceeds received therefor and the cost of the 
treasury stock are charged or credited to additional paid-in 
capital or retained earnings, as appropriate. 

On March 11,1981 the Board of Directors of the Company 
approved a 1981 Employees’ Stock Purchase Plan, subject to 
shareholder approval at the Annual Meeting of Shareholders 
on June 18,1981. Under this plan, the terms of which are 
similar to the 1977 Employees’ Stock Purchase Plan, 1,000,000 
shares will be made available to eligible employees. 


Pertinent stock option information follows: 




1980 



1979 



1978 


Qualified 

Non-Qualified 

Qualified 

Non-Qualified 

Qualified 

Non-Qualified 


(in thousands) 


(in thousands) 


(m thousands) 

Shares authorized 


700 



700 



700 

Options for shares granted 

_ 


136 

53 


18 

31 

33 

Exercised (at $18 75 to $24.25 per share) 

11 


14 



4 



Cancelled 

37 


5 

10 


9 

32 

6 

Outstanding at end of year 

Exercisable at end of year 

188 


439 

236 


322 

194 

317 

(at $18.75 to $27,625 per share) 

163 


294 

168 


287 

152 

263 

Shares reserved for future grants 


43 



137 



189 
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Supplementary Information on 

inflation Accounting and Changing Prices _ 

Following is required supplemental unaudited information as 
prescribed by Financial Accounting Standards Board (FASB) 
Statement Number 33, “Financial Reporting and Changing 
Prices.” This statement requires that merchandise inventories, 
properties, and their related impacts on cost of sales and 
depreciation and amortization expenses be adjusted under 
the constant dollar and current cost methods. All other 
components of net income are considered to be reflective of 
both constant dollars and current costs for the current year 
and accordingly have not been adjusted. 

Under the constant dollar method historical costs are restated 
into dollars of equal purchasing power as measured by the 
Consumer Price Index-All Urban Consumers (CPI-U). 
Amounts in foreign currencies are translated into U.S. dollars 
in accordance with Financial Accounting Standard No. 8 
before adjustment for general inflation. 

Under the current cost method, all inventories have been 
valued at latest acquisition cost. Merchandise costs have been 
allocated to revenues based on the last-in, first-out method, 
which approximates current cost. Current cost of properties 
was determined based on the estimated cost to replace 
productive capacity of those assets. Amounts in foreign 
currencies were first adjusted to current cost and then 
translated into U.S. dollars. Inventories and properties were 
translated at year end exchange rates; cost of sales and 
depreciation and amortization expenses were translated at 
yearly average rates. 


Five Year Summary of Selected Financial Information 
Adjusted for General Inflation (Constant Dollar)_ 


(in average 1980 dollars) 

1980 

1979 

1978 

1977 

1976 

Sales (in millions) 

CPi-U index 

$7,218 

$7,687 

$7,721 

$7,553 

$7,496 

BLS and foreign indexes 

7,218 

7,277 

6,965 

6,695 

6,580 

Dividends per share 

1.80 

1.81 

1.77 

191 

182 

Market price per common share at fiscal vear end 

23'/. 

25% 

24% 

24 

35 3 /4 

Dow-Jones Industrial Average 

Price at fiscal year end 

905.78 

935 58 

1,023.25 

1,024 55 

1,35616 

Dividends 

54.36 

57.78 

61.38 

62.57 

60.24 

Average CPI-U index (1967=100) 

249.1 

219.8 

196.9 

182.5 

171.2 

Percent increase in CPI-U index 

13.3% 

11.6% 

7.9% 

6.6% 

5.6% 

Percent increase in BLS and foreign indexes 

7.5% 

6.4% 

57% 

4.9% 

51% 


For comparability, the 1979 constant dollar and current cost 
data have been restated into 1980 dollars using the CPI-U 
index. 

Net assets at year end under both methods reflect higher costs 
of inventories and properties. Current cost of inventories at 
January 31,1981 and 1980 were $1,669 million and $1,727 
million respectively. The current cost of owned property and 
leased properties under capital leases, net of depreciation and 
amortization, was $1,934 million and $2,039 million at the 
respective dates. 

As shown in the Five Year Summary of Selected Inflation 
Adjusted Financial Information, the Company’s estimate of 
inflation in sales has been computed using inflation rates of 
general merchandise published by the Bureau of Labor 
Statistics for domestic sales, coupled with local inflation 
indexes for foreign sales. 
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1980 and 1979 Consolidated Statement off Income Adjusted for Inflation 



As reported m 

r,-,- 

Adiusted 

. ' 



financial s 

tatements 

Constant 

Dollar 

Current Cost 

(in millions except per share amounts) 

1980 

1979 

1980 

1979 

1980 

1979 

Sales and other income 

S •’,239 

$ 6,805 

S 7,239 

$ 7,712 

S 7,239 

S 7,712 

Costs and expenses 







Costs of sales 

5,029 

4,708 

5,186 

5,474 

5,073 

5,389 

Selling, general, and administrative expenses 

1,800 

1,643 

1,800 

1,862 

1,800 

1,862 

Depreciation and amortization 

121 

111 

206 

197 

179 

179 

Interest expense 

H5 

116 

145 

131 

145 

131 


7,095 

6,578 

7,337 

7,664 

7,197 

7,561 

Income of consolidated companies before income taxes 

1-H 

227 

(98) 

48 

42 

151 

Income taxes 

43 

105 

43 

119 

43 

119 

Income (loss) of consolidated companies 

101 

122 

(141) 

(71) 

(1) 

32 

Equity in net income of EW Woolwortli and Co, Limited 

60 

58 

60 

66 

60 

66 

Net income (loss) 

S 161 

S 180 

{ (81) 

$ (5) 

$ 59 

S 98 

Net income (loss) per common share 

S 5.30 

$ 6 02 

$ (2 79) 

$ (28) 

$ 1.89 

S 3.22 

Gain from decline in purchasing power of net amounts owed 



$ 170 

$ 207 

S 170 

$ 207 

Increase in general price level of inventory and property 





S 385 

$ 462 

Less effect of increase m specific prices 





188 

298 

Excess of increase in general price level over increase m specific prices 





S 197 

$ 164 

Net assets (equity) at year end 

$ 1,407 

$ 1,301 

$ 2,462 

$ 2,277 

$ 2344 

$ 2,417 

Net assets (equip’) per common share 

$ 45.29 

$ 41.96 

$ 80.74 

$ 75.23 

$ 76.79 

t 80.00 


Using both methods of inflation accounting, the Company 
benefited from inflation to the extent that it had more 
monetary liabilities than assets during the year. Most of the 
Company’s assets are non-monetary (inventories and 
properties), while most liabilities are monetary (payables and 
borrowings). The “gain from decline in purchasing power of 
net amounts owed” results from the fact that the net monetary 
liability can be paid with dollars of less purchasing power. 


Management does not believe that either method of inflation 
accounting required by the FASB accurately reflects the 
impact of inflation ori the Company. Inflation as measured by 
the United States CPI-U is approximately double the actual 
rate of inflation on merchandise the Company sells 
domestically. In addition, this inflation rate does not measure 
the inflation experienced by our foreign operations. Further, 
management would caution the reader as to the usefulness of 
this information due to the fact that all other assets, liabilities 
and expenses have not been adjusted. 
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Shareholder Information 


Quarterly Results 


F.W Woolworth Co. common stock is listed on the New 
York Stock Exchange and traded on the New York, Boston, 
Cincinnati, Midwest, Philadelphia and Pacific Stock Exchanges. 
The Company’s preferred stock is listed and traded on the 
New York Stock Exchange. The Company’s New York Stock 
Exchange ticker symbol is “Z.” 

Cash dividends have been paid to common shareholders 
every quarter since 1912. Dividends paid on common and 
preferred shares in 1980 amounted to $52 million and $3 
million, respectively. At January 31,1981,82,305 common 
shareholders of record owned 30,000,959 shares and 5,234 
preferred shareholders owned 1,074,250 shares. 

Market Prices 




1980 _ 1979 

High Low Close _ High _ Low 

Common Stock 


First 24% 21 Vs 

Second 29Vs 23% 

Third 29V« 23% 

Fourth 25% 22% 

Quarter 


First 34% 30 

Second 40% 34% 

Third 40% 33 

Fourth 36 32 


24Vs 32 19 

28% 28% 23% 

24% 31% 24% 

24% 27% 23% 

Preferred Stock 


33 43 28 

38% 40 33 

33% 44 36 

33% _38 33% 


Close 


27% 

26% 

26% 

24 


37 

37 

37 

34 


Price/Eamings Ratios 
and Dividend Yields 

1980 

1979 

1978 

1977 

1976 

Year end market price 






Common 

24% 

24 

20% 

18 

25% 

Preferred 

33% 

34 

29% 

27% 

37% 

Primary earnings 
per share 

Price/earnings 

55.30 

602 

434 

2.81 

3.61 

ratio-common 

Dividends declared 

4.6 

40 

47 

6.4 

7.0 

Common 

$1.80 

1.60 

140 

1.40 

1.25 

Preferred 

Dividend yield 

52.20 

2.20 

2.20 

2 20 

2 20 

Common 

7.4% 

6.7% 

6.9% 

7.8% 

5.0% 

Preferred 

6.5% 

6.5% 

7.5% 

8.0% 

5.9% 


(in millions except per share amounts) 

First 

Quarter 

Second Third 

Fourth 

Sales 

1980 

51,512 

51,699 51,780 

52,227 

1979 

1379 

1,595 

1,665 

2,146 

Operating income 

1980 

37 

39 

75 

149 

1979 

39 

68 

71 

168 

Income of consolidated companies 

1980 

21 

3 

19 

58 

1979 

6 

22 

19 

75 

Equity m net income of FVC Woolworth 
and CO, Ltd 

1980 

5 

(2) 

6 

51 

1979 

2 

(1) 

26 

31 

Net income 

1980 

26 


25 

109 

1979 

9 

21 

45 

105 

Net income per share 

1980 

.84 

.01 

.81 

3.64 

1979 

.27 

.69 

1.50 

3 56 

Dividends declared 

1980 

.45 

.45 

.45 

.45 

1979 

40 

.40 

40 

.40 


The Company’s business is seasonal in nature; traditionally, a 
higher proportion of sales and net income is generated in the 
fourdi quarter. 

Shown below is the quarterly per share effect on net income 
of the difference between net income determined in accord¬ 
ance with FAS No. 8 and net income which would have been 
reported if merchandise cost of sales and depreciation and 
amortization expenses were translated at average rates in 
effect during the year. 

Net income per common share 
In accordance Translated at 
with FAS No 8 average rate Difference 


First 

Third 


$ .84 $ .52 $ .32 

.01 .30 (.29) 

.81 .73 .08 

3.64 3.56 .08 


Year-1980 


S 5.30 $ 5.11 


$ .19 


Quarter 

First 

Second 

Third 

Fourth 


S .27 $ .36 $ (.09) 

.69 .76 (.07) 

150 1 10 .40 

3.56 _3.64 (.08) 


$ 6.02 


$ 5.86 


$ .16 
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Five Year Summary of 
Selected Financial Data 


FW.WoolworthCo. 
and Consolidated Subsidiaries 


(in millions except per share amounts) 

1980 

1979 

1978 

1977 

1976 

Summary of Operations 

Sales 

$7,218 

$6,785 

$6,103 

$5,534 

$5,152 

Other income 

21 

20 

14 

13 

14 

Costs of sales 

5,029 

4,708 

4,207 

3,862 

3,584 

Selling, general, and administrative expenses 

1,800 

1,643 

1,484 

1,346 

1,213 

Depreciation and amortization* 

121 

111 

103 

101 

91 

Interest expense* 

145 

116 

95 

86 

96 

Income taxes 

43 

105 

123 

83 

84 

Income of consolidated companies 

101 

122 

105 

69 

98 

Equity in net income of F. W. Woolworth 
and Co., Limited 

Before stock relief tax benefits 

37 

30 

25 

16 

10 

Stock relief tax benefits 

23 

28 

— 

— 

— 


60 

58 

25 

16 

10 

Net income 

161 

180 

130 

85 

108 

Dividend requirement of preferred stock 

(2) 

(3) 

(4) 

(4) 

(4) 

Net income applicable to common stock 

$ 159 

$ 177 

$ 126 

$ 81 

$ 104 


Per common share 
Net income 


Primary 

$ 5.30 

$ 6.02 

$ 4.34 

$ 2.81 

$ 3.61 

Fully diluted 

5.12 

5.78 

4.12 

2.71 

3.45 

Dividends declared 

1.80 

1.60 

1.40 

1.40 

1.25 

Average common shares outstanding 

29.9 

29.4 

29.2 

29.1 

28.8 


Financial Condition 


Inventories 

$1,484 

$1,391 

$1,245 

$1,077 

$1,026 

Owned and leased properties under capital 
leases—net 

1,182 

1,100 

1,044 

992 

968 

Total assets 

3,172 

2,927 

2,707 

2,465 

2,376 

Working capital 

709 

756 

729 

684 

668 

Short-term debt 

194 

39 

4 

4 

4 

Current portion of long-term debt and 
obligations under capital leases 

50 

38 

31 

42 

36 

Long-term debt and obligations under capital 
leases 

744 

757 

763 

752 

755 

Total shareholders’ equity 

1,407 

1,301 

1,177 

1,092 

1,049 

Common shareholders’ equity 

1,359 

1,244 

1,099 

1,014 

970 

Per common share 

45.29 

41.96 

37.72 

34.81 

33.47 

Percent return on common equity at 
beginning of year 

12.8% 

16.1% 

12.4% 

8.4% 

11.6% 


'Amortization and imputed interest applicable to capital leases have been reclassified from costs of sales 
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John W Lynn 1.2 . 

' Vice Oxdrmsn of Board 
Sfargam P MacKijitm 1 
Vice President, Public Affairs 
DartS Kraft, fric 
(diversifiedproducer of pod and 


Andrew E Feck 1,2,5 
President 

AndxxcPcci: Associates ■nc 
Ellis VE Smith 2 

Executive Vice President-finance 
John L. Sullivan 2 
Settlor Executive Vice President 
■ Gordon T. Willis i.j 


Irvtsig iruit Company and 
Ining Bank Corporation 
_ (bevtk and hsxtk holding company. 1 


Robert C. Kirkwood 
Honorary Director 

1 Mentha 0 : JMlc) and ftjuiirc Cannes 
A Member < if E>ecutf t e Conwri: w 


bttcirtlN Vie® PrcskJenta 

George W Nelson 
Ellis W Smith 
Pittance 


Chariest. Kline 
John R Long 
Corporate Personnel 
Harold £. Sells 
Corporate Development 


We* ProaUionts 

W'l’inrr. c. Raker, Jr. 

Expense and Security 

Richard I.. Eranum 

Management /-formation Systems 

Joseph h Carroll 

PubticAjfairs 

Jerrold M. Evans 

Merchandising 

Roy L. Garofalo 

Investor Relations 

Ernest W Kauffman 

Sales PfOttuxlori 1 out Advertising 

Aubrey C Lewis 

Organization Planning 

AlanJ Llpuet 

Taxation 

Fred W Manning 

Store Development 

Jack R. McNutt 

Personnel •' 


Jacqueline D. Delafutmte 
StaideyA-Harmon 
S William Manna to 
jamesj. O’Neil 
James j. Plrretti 
Robert G. Zimmcrtfmnn 


Richard C. Luy 
Edward J. O'Brien 
George W Ramsey 
Robert G Zimmermam 


R. Dean Iftics 
North central 
John W Harper 
Southcentral 
Ramon R. Von Torsch 


PrfncSpei (laceutfre* 

rim, ww h rofih Co. ummed 
enudi 

William R. Gray 

Vice Chairman and 

Managing Director 

Frederick R. Greenwood 

President arid Chief Operating Officer 
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Martin L Meidtt 
Vice PresSdcnl and 
Managing Director 
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Coittpwy 

Harry F. Guinther 

.^PreddenLimd Chief Executive officer 
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